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Summary 



This report discusses political, economic, and security challenges facing 
Azerbaijan, including the unsettled conflict in the breakaway Nagorno Karabakh region. 
A table provides basic facts and biographical information. This report may be updated. 
Related products include CRS Report RL33453, Armenia, Azerbaijan, and Georgia, 
Political Developments and Implications for U.S. Interests, by Jim Nichol. 
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U.S. Policy 

According to the Administration, 

Azerbaijan needs to bolster its commitment to 
democratization and respect for human rights in 
order “to be a reliable partner of the United 
States and to ensure that the country’s energy 
revenues are used to improve the lives of its 
citizens.” Azerbaijan is viewed as a regional 
security partner of the United States in com- 
bating money laundering, terrorist financing, 
corruption, and trafficking in weapons of mass 
destruction, narcotics, and humans. U.S. 
security assistance improves the interoperability 
of Azerbaijan’s troops with U.S. forces in Iraq 
and the capabilities of its naval forces “in the 

resource-rich Caspian Sea.” Another major focus of U.S. aid is diversification of 
Azerbaijan’s economy away from over-reliance on the energy sector ( Congressional 
Budget Justification for Foreign Operations, FY2009). 
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Cumulative U.S. aid budgeted for Azerbaijan from FY1992 through FY2007 was 
$752.2 million (FREEDOM Support Act and agency funds). Almost one-half of the aid 
was humanitarian, and another one-fifth supported democratic reforms. InFY2007, U.S. 
budgeted assistance to Azerbaijan was $74.5 million (FREEDOM Support Act and 
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agency budgets). In FY2008, U.S. 
budgeted assistance was $28.4 million, 
and the Administration requested 
$26,925 million for FY2009 (for both 
years, includes FREEDOM Support Act, 

Peace Corps, and other foreign aid and 
ex-cludes Defense and Energy 
Department funds and food aid). The 
highest priority for FY2009 aid will be 
democratization aid to combat 
corruption, promote government 
transparency, foster inde-pendent media, 
strengthen the legislature, and bolster 
civil society. Security assistance will be 
the next-highest priority, and will focus 
on fostering military interoperability 
with NATO forces, improving maritime 
and airspace management capabilities, 
and bolstering border controls. Another 
priority is economic aid to encourage 
non-energy private sector growth, 
government budgetary transparency, 
poverty reduction, job creation, and anti- 
inflationary strategies. No aid was 
requested in FY2009 for conflict 
mitigation and reconciliation. Since 
FY2004, Azerbaijan has been designated 
as a candidate country for enhanced U.S . development aid from the Millennium Challenge 
Corporation, but it has not been selected as eligible for aid because of low scores on 
measures of political rights, civil liberties, control of corruption, government 
effectiveness, the rule of law, accountability, and various social indicators. 

Congressional concerns about the ongoing NK conflict led in 1992 to Section 907 
of the FREEDOM Support Act (P.L. 102-5 1 1) that prohibited most U.S. government-to- 
government assistance to Azerbaijan until the President determined that Azerbaijan had 
made “demonstrable steps to cease all blockades and other offensive uses of force against 
Armenia and Nagorno-Karabakh.” Congress eased many Section 907 restrictions on a 
year-by-year basis until the terrorist attacks on the United States in September 2001 , after 
which it approved an annually-renewable presidential waiver (P.L. 107-1 15). The 
conference managers stated that the waiver was conditional on Azerbaijan’s cooperation 
with the United States in combating terrorism and directed that aid provided under the 
waiver not undermine the peace process. Congress has called for equal funding each year 
for Foreign Military Financing and International Military Education and Training for 
Armenia and Azerbaijan. 

Other congressional initiatives have included the creation of a South Caucasus 
funding category in FY1998 to encourage an NK peace settlement, provide for 
reconstruction, and facilitate regional economic integration. Congress also has called for 
humanitarian aid to NK, which has amounted to $29 million from FY1998 through 
FY2007. Congress passed “The Silk Road Strategy Act” in FY2000 (as part of 



Basic Facts 

Area and Population: Land area is 33,774 sq. mi.; 
about the size of Maine. The population is 8.2 
million ( The World Factbooh, mid-2008 est.). 
Administrative subdivisions include the Nakhichevan 
Autonomous Republic (NAR) and the Nagorno 
(“Mountainous”) Karabakh Autonomous Region 
(NK). NK’s autonomy was dissolved in 1991. 
Ethnicity: 90.6% are Azerbaijani; 2.2% Dagestani; 
1.8% Russian; 1.5% Armenian, and others (1999 
census). An estimated 6-12 million Azerbaijanis 
reside in Iran. 

Gross Domestic Product: $72.2 billion; per capita 
GDP is about $9,000 (World Factbook; 2007 est., 
purchasing power parity). 

Leaders: President: Ilkham Aliyev; Chairman of the 
Midi Mejlis (legislature): Oqtay Asadov; Prime 
Minister: Artur Rasizade; Foreign Minister: Elmar 
Mamedyarov; Defense Minister: Safar Abiyev. 
Biography: Ilkham Aliyev, born in 1961, graduated 
with a kandidata (advanced) degree from the Moscow 
State Institute of International Relations in 1985 and 
then taught history. In 1991-1994, he was in business 
in Moscow and Baku, then became head of the State 
Oil Company (SOCAR). He was elected to the legis- 
lature in 1995 and 2000. In 1999, he became deputy, 
then first deputy chairman, of the ruling New Azer- 
baijan Party. In August 2003, he was appointed prime 
minister, and was elected president in October 2003. 
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consolidated appropriations, P.L. 106- 113) calling for enhanced policy and aid to support 
conflict amelioration, humanitarian needs, democracy, economic development, transport 
and communications, and border controls in the South Caucasus and Central Asia. 

Contributions to the Global War on Terrorism 

After the terrorist attacks on the United States on September 11, 2001, Azerbaijan 
“granted blanket overflight clearance, engaged in information sharing and law- 
enforcement cooperation, and ... approved numerous landings and refueling operations 
... in support of U.S. military operations in Afghanistan,” according to the State 
Department’s Country Reports on Global Terrorism 2007 (released April 2008). 
Azerbaijan has participated in International Security Assistance Force (ISAF) operations 
in Afghanistan since late 2002 (about 45 Azerbaijanis were deployed there as of mid- 
2008). In August 2003, Azerbaijani troops began participating in the coalition 
stabilization force for Iraq (as of mid-2008, 150 Azerbaijanis were deployed in Iraq). To 
support the Global War on Terrorism, Azerbaijan also “has aggressively apprehended and 
prosecuted members of suspected terrorist groups,” according to the Report. 

Foreign Policy and Defense 

President Ilkham Aliyev has emphasized good relations with the neighboring states 
of Georgia and Turkey, but relations with foreign states have often been guided by their 
stance regarding the NK conflict. Azerbaijan views Turkey as a major ally against 
Russian and Iranian influence, and as a balance to Armenia’s ties with Russia. Ethnic 
consciousness among some “Southern Azerbaijanis” in Iran has grown, which Iran has 
countered through repressive actions. Azerbaijani elites fear Iranian- supported Islamic 
fundamentalism and question the degree of Iran’ s support for an independent Azerbaijan. 
Azerbaijan is a founding member of GUAM (an acronym of members Georgia, Ukraine, 
Azerbaijan, and Moldova), which has discussed energy, transport, and security 
cooperation, partly to counter Russian influence. Azerbaijan is a member of the Black 
Sea Economic Cooperation group, the Council of Europe (COE), the Economic 
Cooperation Organization, and the Organization of the Islamic Conference. 

Frictions in Azerbaijani-Russian relations include Azerbaijan’s allegations of a 
Russian “tilt” toward Armenia in NK peace talks. In 1997, Russia admitted that large 
amounts of Russian weaponry had been quietly transferred to Armenia, and in 2000 and 
2005-2007, Russia transferred heavy weaponry from Georgia to Armenia, fueling 
Azerbaijan’ s view that Russia supports Armenia in the NK conflict. Azerbaijani-Russian 
relations appeared to improve in 2002 when the two states agreed on a Russian lease for 
the Soviet-era Gabala early warning radar station in Azerbaijan and they reached accord 
on delineating Caspian Sea borders. Perhaps seeking Russian support for his new rule, 
Ilkham Aliyev in March 2004 reaffirmed the 1997 Azerbaijani-Russian Friendship Treaty. 
In late 2006, Russia’ s demands for Azerbaijan and Georgia to pay substantially higher gas 
prices appeared to contribute to the cooling of Azerbaijani-Russian relations. 

According to The Military Balance (February 2008), Azerbaijani armed forces 
consist of 66,740 army, air force, air defense, and navy troops. There also are about 5,000 
border guards and more than 10,000 Interior (police) Ministry troops. Defense spending 
has been increasing in recent years, to about $ 1 billion in 2007, and a planned $1.6 billion 




